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| am delighted to be here today in the historic city of Berlin to attend this 
very timely conference. | would like to thank the organizers for their 
wonderful hospitality and for giving me the opportunity to participate in this 
distinguished panel. 


A noteworthy feature of the 1990s is the growing extent of linkages 
between different economic policy areas. This is readily apparent in our own 
chosen field of competition policy. Indeed, competition policy principles 
have become an important consideration in the design and implementation of 
a broad range of other economic policies, including industrial policy, trade 
policy, policies in respect of international investment, industry-specific 
regulatory reforms and intellectual property rights. In each of these areas, 
competition policy can and must contribute importantly to wider government 
initiatives relating to the efficient operation of markets. 


in a broad sense, the term "industrial policy" may include the full range of 
measures that governments employ to promote an efficient industrial 
structure on an economy-wide basis. Such measures can include the 
provision of direct support for R&D, training programs as well as tax or other 
measures to facilitate desired structural adjustment. In a narrower sense, 
the term "industrial policy” is also used to describe a subset of economic 
policies that seek to provide special advantages or assistance to particular 
industries or firms. These may include direct or indirect subsidies as well as 
preferential government procurement and tariffs or other forms of trade 
protection. 


What is the role of competition policy in relation to these alternative visions 
of "industrial policy"? Focussing on the broader economy-wide concept, 
competition law and policy can itself be viewed as a key element of an 
effective economic framework. It strengthens incentives for continual 
innovation and the systematic upgrading of products or production 
processes and generally enhances economic efficiency. Today this role of 
competition policy is widely recognized. On the other hand, certain 
manifestations of industrial policy in the narrow sense (for example, tariffs 
or market reservation through regulation) can clearly compromise the 
attainment of marketplace efficiency objectives and therefore conflict with 
competition policy objectives. A key contribution of competition policy to 
national economic welfare lies in challenging the need for such potentially 


anti-competitive manifestations of industrial policy. It lies also in ensuring 
that when market efficiencies are foregone for other policy objectives the 
process recognises the competitive market implications and that the costs of 
doing so are transparent. 


In Canada, as elsewhere, competition policy is playing an increasingly central 
role in fostering more efficient market structures in the so-called industries in 
transition, particularly the network-industries:-A-good illustration of this 
phenomenon is the case of information technology and telecommunications. 
As industries like telecommunications make the transition from regulation to 
fully competitive markets, many questions are raised by policy makers. How 
should the transition be managed? How long should it last? 


The truth of the matter is that in most of our jurisdictions, the world of 
technology-driven industries, like telecommunications, has already been in 
transition for some time. Indeed, one could argue that markets for key 
technological products are and should be in a constant state of transition. 
These markets cannot wait for years while policy makers attempt to sort out 
all these issues with exact precision. The challenge facing all of us is how 
to facilitate and accelerate this transition. There are two benefits to rapid 
transition: firstly, the shorter the transition period, the sooner market forces 
will generate the efficiencies we are seeking; and secondly, the shorter the 
transition, the less disruptive will be the transition process itself. 


Most of these “new” industries are innovation-driven, growing rapidly on 
productivity gains and competitive advantages secured through the skillful 
application of advanced knowledge, technologies and services. But, as a 
market advocate, | would caution that innovation cannot be "managed" -- 
the notion of introducing "just enough” competition in a marketplace to be 
"sufficient" to stimulate innovation is not workable. It is not where we 
should be devoting our scarce resources. Simply put, the more intense the 
marketplace rivalry, the greater the forces of innovation. 


Let me list for you what | consider to be the six critical elements of a 
pro-competition approach to pursuing public policy in the context of an 
industry like telecommunications and the information highway although the 
general principles would, with adjustment, be equally applicable to other 
network industries: 


if Legislative and regulatory impediments to competition need to be 
reduced or eliminated. Firms should not be prevented from exploiting their 
relative technological and management strengths in the marketplace; rather, 
they must be free to seek out market opportunities on the basis of their own 
assessments of the risks of failure and the potential rewards of success. 
They must face competitive markets where they continuously have to earn 
their place in the market -- in this industry, mostly through innovation. 


2. Where any firm controls network facilities which are essential for 
competitive entry, obligations must be created for these firms to provide 
open access to such facilities on a non-discriminatory basis. 


3: Policies that permit existing businesses to expand their range of 
services -- for instance, expanding from programming carriage into content 
production -- must also include requirements for them to provide access to 
adequate capacity to unaffiliated producers on a non-discriminatory basis. 
Given the incentives for vertically integrated firms to favour their own 
suppliers, appropriate safeguards, which could include some form of 
structural separation, will have to be designed and implemented. 


4. While recognizing that collaboration and cooperation among various 
industry participants might be needed to develop these technology-intensive 
industries, effective review mechanisms will be required to ensure that any 
such agreements do not involve anti-competitive market sharing 
arrangements. 


2: In order to maintain healthy competition, mergers and acquisitions 
involving firms in these network industries, particularly in the same 
geographic market areas, should be subject to close scrutiny. We must 
consider, for example, whether mergers between telephone and cable 
companies in a localized market should be allowed. 


6. Remaining regulation and monitoring of prices of different but related 
products should take into account the impact of potential cross-subsidization 
so that the industries remain largely barrier-free in terms of actual or 
potential entry. 


To sum up: 


- The current thinking on industrial policy in most of our jurisdictions is quite 
different from the policy approach in preceding decades. Today, competition 
policy is an integral part of any forward-looking industrial policy; 


- The significance to our economies of the technology-intensive industries 
like telecommunications and the information highway are phenomenal and 
far outweigh the narrow commercial interests of the existing industry 
participants; 


- Competition can and must play an important role in the development of 
these network industries; and, 


- The process of dismantling regulatory and other barriers to competition 
must begin without delay so as not to create or prolong 
technology-distortions and inefficiencies. 
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